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1 . EMBASSY OFFICIAL-INFORMAL DATED FEBRUARY 21, 1978 AND 
ADDRESSED TO TERENCE J. FORTUNE OF OFFICE OF LEGAL 
ADVISOR, DEPARTMENT OF STATE, OUTLINED IN SOME DETAIL 
TAX LIABILITY INCURRED BY NON- VENEZUELANS TRAVELLING 
TO VENEZUELA FOR BUSINESS PURPOSES. AS REPORTED IN 
CARACAS 2230, TAX REFORM LEGISLATION JUST APPROVED BY 
CONGRESS INCREASES TAX LIABILITY OF FOREIGN BUSINESSMEN 
VISITING VENEZUELA; IN ADDITION, ATTORNEY GENERAL FOR 
REPUBLIC OF VENEZUELA HAS REPORTEDLY WRITTEN TO 
MINISTER OF FINANCE POINTING OUT THAT MANY FOREIGN 
BUSINESSMEN ARE EVADING VENEZUELAN TAXES AND ADVISING 
THAT LEGAL ACTION WILL BE TAKEN IN CASES WHEN 
THIS IS BELIEVED TO OCCUR. WE HAVE HAD NO COMPLAINTS 
FROM U.S. BUSINESSMEN ON THIS TAX PROBLEM FOR SOME 
MONTHS. NEVERTHELESS, BECAUSE THE GOV HAS INDICATED 
IT WILL GET TOUGHER WITH BUSINESSMEN SUSPECTED OF 
ATTEMPTING TO EVADE TAX LIABILITY AND BECAUSE TAX 
LIABILITY HAS BEEN INCREASED UNDER THE NEW LAW, WE BELIEVE 
THIS ISSUE IS POTENTIALLY MORE TROUBLESOME THAN IT 
HAS PROVEN TO BE IN THE RECENT PAST. 
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2. FEBRUARY 21 OFFICIAL-INFORMAL SUGGESTED SEVERAL 
POSSIBLE OPTIONS USG COULD PURSUE. THEY INCLUDE: 

-REPRESENTATIONS TO GOV IN INDIVIDUAL CASES OF 
SIGNIFICANT ABUSE OR OVERPAYMENT. 
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- A JOINT APPROACH TO THE GOV BY A NUMBER OF EMBASSIES 
IN CARACAS. 

-AN ATTEMPT TO MITIGATE THE PROBLEM THROUGH 
AN INFORMAL AND LIMITED ARRANGEMENT WITH THE GOV. 

-A FORMAL BILATEAL TAX AGREEMENT. 

3. ON DECEMBER 6, 1977, CHARGE DELIVERED DRAFT TEXT OF 
BILATERAL TAX AGREEMENT TO VICE MINISTER OF FINANCE. 

DURING THEIR MEETING, THE VICE MINISTER WAS ASKED TO 
REVIEW THE TEXT AND LET US KNOW WHETHER THE GOV WAS 
INTERESTED IN PURSUING THE MATTER FURTHER. EMBOFF 
WAS ADVISED MAY 17 THAT GOV WILL BE IN A POSITION TO 
RESPOND TO THIS INITIATIVE BY THE END OF JUNE. 

INFORMALLY, WE ARE TOLD THAT WHILE GOV WILL PROBABLY 
EXPRESS WILLINGNESS TO PROCEED WITH NEGOTIATION OF TAX 
TREATY, A NUMBER OF CHANGES IN OUR TEXT WILL BE PROPOSED. 
NEGOTIATION OF THE CONVENTION IS THREFORE LIKELY TO 
BE A LENGTHY PROCESS AND OFFERS LITTLE IMMEDIATE 
PROSPECT FOR EASING THE TAX PROBLEMS OF U.S. 

BUSINESSMEN IN VENEZUELA. 

4. AN ARRANGEMENT LIMITED TO TAX LIABILITY OF 
VISITING U.S. BUSINESSMEN COULD OFFER RELIEF UNTIL WE 
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CONCLUDE A GENERAL TAX TREATY, BUT INFORMAL SOUNDINGS 
INDICATE THAT THE VENEZUELAS WOULD NOT BE VERY ENTHUSIASTIC 
ABOUT SUCH A PROPOSAL. TO PURSUE THIS FURTHER WE NEED 
A DRAFT TEXT FROM THE DEPARTMENT. PLEASE ADVISE WHETHER 
SUCH A TEXT WILL BE FORTHCOMING. 

5. WE HAVE AGAIN DISUCSSED WITH REPRESENTATIVES OF OTHER 
EMBASSIES THE IDEA OF A JOINT APPROACH TO THE GOV. THEIR 
ENTHUSIASM HAS WANED SINCE THIS MATTER WAS FIRST 
BROUGHT UP. AS A RESULT, WE FEEL THIS IS NO LONGER 

A VIABLE OPTION. 

6. FOR REASONS STATED IN PARAGRAPH (1) ABOVE WE 
BELIEVE IT ADVISABLE TO CONTINUE TO SEEK A SOLUTION TO 
THE PROBLEM OF TAXATION OF VISITING BUSINESSMEN. 

EMBASSY WILL CONTINUE TO PURSUE BILATERAL TAX TREATY 
PROPOSAL WITH GOV. WE AWAIT FURTHER DEPARTMENT GUIDANCE 
ON AGREEMENT LIMITED TO TAXES ON VISITING U.S. BUSINESSMEN. 

WE BELIEVE AGREEMENT BY OTHER EMBASSIES TO MAKE JOINT 
APPROACH TO GOV VERY UNLIKELY AT PRESENT AND DO NOT 
INTEND TO PURSUE THIS OPTION UNLESS CIRCUMSTANCES CHANGE. 
FINALLY, WE WILL MAKE REPRESENTATIONS TO GOV INDIVIDUAL 
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